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Dear Sir/Madam :

Reven ue Code.

The information Submitteq indicates that yoy vere formeq on

, - Your "Articles of Incorporation" have not been

accepteq by the State,, nor do they limit your activitjeg to those
within the Meaning of Section 501(0)(3) of the Code.

You w.. tormed tq- Operate g Schoo] from g - 12th grage,
-lasses yj); be taught by ; Your f Under, Classes
will pe Conduceq j; Your founder’g home |, is your only

Sectjop ‘501(c)(3) of the Coude Proviges for the exemption-cf
organizations Orgainizeq and Operateq echusively-*fo‘r "education-
1 bPurposes, Section 501(c)(3) stateg ha B
€arningg may-inure to the benefjt of any Private shareholder or
individual.

. Sectiop 1.501(c)(3)~1(d)(1)(a) of the Income Tax Reaulations
Uefineg education, in part, ag the instruction or trai‘ning Of the
individual for the Purpose of i!::p::oving or devel‘dbing .his capa-
bilities.

Sectiop 1.501(a)-—1(c) of the Inoome Paz; Regulations defineg

"private shareholder or indivic:ual" S persopg having 2 personal
and private i::tcresi: in the activitieg of the organizatlon.
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Section 1.501(c)(3)-1(c)(2) of the Income Tax Regulations
states that an organization is not operated exclusively for one
or more exempt purposes if its nnt earnings inure in whole or in
part to the benefit of private shareholders or individuals.

Section 1.501(c)(3)-2(A)(1)(ii) states that an organization
is not organized or operated exclusively for one or .more exempt
purposes unless it serves a public rather than a private inter-
est. Thus, it is necessary for an organization to establish that
it is not organized, ‘or operated for the benefit of private
interest such as desjgnated individuals, the creator or his
family, shareholders of the organization, or persons controlled,
directly or indirectly, by such private interests.

Section 170(b)(1)(A)(ii) of the Code define a school as an
organization that presents formal instruction, maintains a
regular faculty, maintains a curriculum, and normally has a
regularly enrolled body of bupils in attendance at the place
where the oryanization regularly carries on its gducational
activities. .. -

Rev. Proc. 75-50 sets forth guidelines and record keeping
requirements for determining whether private schools that are
applying for recognition of exemption from federal income tax
under sectiion 501(c)(3) or are presently recognized as exempt
from tax, have racially nondiscriminatory policies as to stu-
dents. Section 2.0z provides that a school must show affirma-
tively both that it has adopted a racially nondiscriminatory
policy as to students that is made known to the general public
and that since the adoption of that policy it has operated in a
bona fide manner in accordance therewith. Section-4.032(c)
provides, in part, that whether a particular school follows a
racialiy nondiscriminatory policy will be determined on the basis
of the facts and circumstances of each case. Both that section
and other provisions of the Rev. Proc. enumerate some of the
relevant facts and information to be considered in making the
determination. ' : o o

While you have a formal course program, maintain a reqular
faculty, a regular enrolled body of students, awl a regulax
facility where the educational activitie: are cgrried on, you
have not made your nondiscriminatory policy known to the general
public as required in Rev. Proc. 75-50. Mere adoption of a
nondiscriminatory policy will not meet the requirements of Rev.
Proc. 75-50. Furthermore, you have no active recruitment program
to recruit black students and/or teachers..




It appears that you are operating for the private'benefit of
your foundexr and the founder’s family, as the founder has a
personal and private interest in your school.

The control over you by your founder and her family further
substantiates the appearance of the promotion of personal and
private interest. The following represents this control, (1) you
have no members except the spouse of your founder, (2) the two .
directors are related to your founder and your studentg, (3)
directors do not have a term of office, (4) your facility belongs
to the founder and Her husband, and (5) your students are related
to your founder.

Your "Articles of Incorporation" do not limit your activi-
ties to thouse permitted under section 501(c)(3) of the Code.

Therefore, based on the information provided, you have not
demonstrated that you are organized or operated exclusively for
purposes described in section 501(c)(3) of the Code. You are
therefore not entitled to exemption under sectig;a}?

501(c)(3).

You are required to file federal income tax returns on Form
1120. cContributions to you are not deductible under section 170
of the Code.

You have the right to protest tHis ruling if you believe it
is incorrect. To protest, you should submit a statement of your
views, with a full explanacion of your reasoning. This state-
ment, signed by one of your officers, must be submitted within 30
. days from the date of this letter. You also have the right to a

conference in this office after your statement is submitted. You
must request the conference, if you want one, when you file your
protest statement. If you are to be represented by someone who
is not one of your officers, that person will need to file a
proper power of attorney and otherwise qualify under our Confer-
ence and Practices Requirements. -

If you do not protest this proposed ruling in a timely
manner, it will be considered by the Internal Revenue Service as
a failure to exhaust avaiiable administrative r¢iledies. Section
7428 ¢{b)(2) of the Code provides, in part, that a declaratory
judgment or decree under this section shall not be issued in arvy
proceeding unless the Tax Court, the United States Court of
Federal Claims, or the District Court of the United States for
the District of Columbia determines that the organization in-
volved has exhausted administrative remedies available to it
within the Internal Revenue Service.




You will expedite our receipt of your protest' by using ;:he
following address oOn the envelope: ‘ :

Internal Revenue Service
CP:E:E0:T:2, Roonm 6138
attn: NN

1111 Constitution Ave., N.W.
Washington, D.C. 20224

rax (202) I

If we do not heak from you within 30 days, this ruling will
become final and copies will be forwarded to your key pistrict
Director. Thereafter, any questions about your federal income
tax status should be addressed to that office. The appropriate
State officials will be notified of this action in accordance
with section 6104(c) of the Code.

Sincerely yours,
a1goos AR
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Chief, Exempt organizations .
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